economy-tourism relationship. Consequently, the aim of this paper is to examine the dynamic links between tourism and economic growth in 98 countries, classified according to the quality of their political institutions, over the period 1995-2011, using a panel Vector Autoregressive (VAR) approach.
The quality of the political institutions is approximated based on the scores provided by the Polity IV index (www.systemicpeace.org/polity/polity4.htm). Countries are classified as democratic and non-democratic (see Table 1 ). Non-democratic classification denotes authoritarian or hybrid regimes (i.e. a mix of anocratic and autocratic regimes), whereas democratic classification includes the democratic and full democratic political systems.
[Insert Table 1 around here] Furthermore, tourism income (proxied, for robustness purposes, by per capita international tourism receipts, IT RCP T , per capita tourism expenditures, IT EXP , and per capita tourist arrivals, IT ARR) and per capita real GDP (in 2005 US$, GDP P C) are obtained from the World Development Indicators database. The data sample is purely dictated by data availability.
Clearly, the relationship between tourism and economic growth is a process that takes place over time, thereby necessitating a dynamic rather static framework. Therefore studies focusing on the steady-state or long-run relationship between the two variables can mostly provide a partial understanding of this complex relationship. In contrast, our dynamic analysis allows for capturing the adjustment in tourism and economic growth transpiring over time.
In particular, the output of the panel VAR model enables us to construct panel impulse response functions that illustrate the time path of tourism (economic growth) following a shock to economic growth (tourism). We therefore can observe the whole dynamic process from the initial shock to the long-run steady-state of the series of interest.
The panel VAR methodology combines the traditional VAR approach, which treats all the variables in the system as endogenous. Further, the panel-data approach allows for detecting any unobserved individual heterogeneity. In its general form, our model is the following:
where Y it is a vector of our key variables: IT RCP T and GDP P C. We apply the Panel VAR on the first difference (∆) of the natural logarithm (ln) of the series instead of on the level series of the aforementioned endogenous variables, as according to fixed-effects and time fixed-effects, respectively, and ε it is the error term.
[Insert Table 2 around here]
Descriptive statistics of the endogenous variables (both in levels and in their growth rates)
are presented in Table 3 .
[Insert Table 3 around here]
We begin our panel VAR analysis with the full sample results illustrated in Figure 1 . Our analysis is based on international tourism receipts as a proxy for tourism growth (as the results based on other proxies are qualitatively similar and available upon request).
[Insert Figure 1 around here]
We observe that, although there is a bidirectional relationship between tourism and economic growth in the short-run (i.e. during the first four years), in the long-run this turns into an economy-driven. Nevertheless, the consideration of the full sample can only lead us to draw some tentative conclusions, as the special qualities of our sample countries remain unmasked.
Therefore, we need to observe the panel VAR results of countries classified by their level of democracy, as shown in Figure 2 . As aforementioned, we have two classifications reflecting the different levels of political regimes.
[Insert Figure 2 around here]
As shown in Figure 2 , an Economic-Driven Tourism Growth relationship is witnessed in countries with authoritarian or hybrid regimes (Non-democratic countries). The interpretation of such finding is twofold; first, it can be argued that in many instances authoritarian practices create a turbulent environment for economic activities and hence, for all economic sectors including tourism (Fletcher and Morakabati, 2008) . This incurs in non-democratic regimes as governments often employ a rent-seeking behaviour to gain political support rather than providing public goods (Plümper and Martin, 2003) .
Second, it has been established by the political economy literature that it is common for economies which lack democracy to be controlled by a single individual or a small group of individuals. Such power imbalances hinder the economy to grow or spread the benefits of economic activity across society due to corruption (de Vaal and Ebben, 2011; Drury et al., 2006; Mo, 2001 ). Thus, we maintain that the way that the economy is controlled in nondemocratic states influences tourism growth negatively.
In contrast, countries with democracy or full democracy exhibit a bidirectional relationship.
It is suggested that countries with democratic regimes are able to exploit the maximum capacity of their economies and consequently, are at a good position to support investment in their various sectors. Moreover, given that the benefits from each sector can be shared more fairly across society it is reasonable to argue that sectoral performance (in our case, tourism) could assist economic growth.
In short, these results highlight the importance of panel country investigation of the tourismeconomy relationship based on criteria that move away from geographic and economic charac-
teristics.
An interesting avenue for further research is to examine whether the tourism-growth nexus is sensitive to alternative country groupings based on the level of government effectiveness, tourism specialisation, or the degree of tourism competitiveness. Notes: The classification of the countries follows the Polity IV index (www.systemicpeace.org/polity/polity4.htm.. Democratic countries have a score between 6 and 10, whereas Non-democratic countries have a score between -10 and 5. Levin et al. (2002) and Im et al. (2003) , respectively, performed using the Newey-West bandwidth selection with Barlett Kernel, and the Schwartz Bayesian Criterion is used to determine to optimal lag length. *, ** and *** indicate rejection of the null hypothesis at the 10, 5 and 1 percent levels of significance, respectively. GDP P C, IT ARR, IT EXP and IT RCP T , denote per capita per capita real GDP (in 2005 US$), per capita tourist arrivals, per capita tourism expenditures, and per capita international tourism receipts, respectively, and GDP P CGR, IT ARRGR, IT EXP GR and IT RCP T GR are the aforementioned series' growth rates (i.e. first difference of natural logarithm). JB denote Jarque-Bera. * indicates 1 percent level of significance.
